Firms are affected by the product demand. This leads to employment adjustments. In the literature we find only very few contributions investigating the issue whether internal adjustments are linked and which relationships exist with external adjustments. Are they of a complementary or substitutive nature? Furthermore, it is of interest to find out, whether we can observe an obvious trend and whether the adjustments are driven by cyclical movements. For this study we have an extensive data set of a large German manufacturing company, which supplies innovative products for the domestic and international market, provided on a monthly base from January 1999 to December 2005. The empirical analysis starts with descriptive statistics. We find that the employment adjustment cycle coincides only to a certain degree with the macroeconomic cycle. Internal and external adjustments are more characterized by complementarity than by substitution. Over the observed period we cannot detect analogous wage adjustments. It is noticeable that in 2003 compared with the years before the number of employees is substantially reduced. The econometric investigation is based on a two-stage approach. We start with a bivariate probit estimation in order to extract the relationship between the probability of overtime and of promotion. Unobserved variables have opposite effects on the former and the latter adjustment instrument. Furthermore, we detect a negative trend of internal employment adjustments. Cyclical effects are ambiguous. The next step, the determination of external adjustments with respect to overtime and promotion adjustments, is split into two estimates. On the one hand we do not distinguish between the type of external employment adjustment and on the other hand we use this information separating between quits, layoffs, workers with a cancellation agreement and with a transition into a transfer organisation. The first approach demonstrates that a promotion reduces the probability to leave the firm while overtime is positively associated with an external job change. This pattern holds generally speaking in the second, more detailed estimates. Quits are the exception. In this case we observe opposite effects. Finally, we cannot detect any influences of promotions on cancellation agreements.
Introduction
This study contributes to the growing literature on internal labour markets that is based on personnel records (Baker/Holmstrom 1995 , Grund 2002 , Lin 2005 , Pfeifer 2008 ). This literature, which is summarised by Lin (2005) , shows that the internal and external labour markets communicate at all hierarchical levels, hence there is not much evidence of ports of exit and entry. Further it demonstrates that stable hierarchies with career ladder exist and promotions are significant for wage growth. In addition, wage variations are large within job levels and the internal labour markets are to a certain extent shielded from external market forces in the sense that market forces exert an impact on wages at the time of entry (cohort effects), but this effect is much weaker inside the company. The relationship between internal labour market flexibility and the types as well as the degree of external adjustments, however, has received less attention in the literature. It is this imbalance that we want to redress. In a first step, we examine the individual or company induced determinants of internal flexibility such as promotions and overtime work and the extent to which they are positively or negatively interrelated. Secondly, we address the issue whether and to which extent internal flexibility exerts an impact on external adjustments. Are internal and external mobility substitutes or complements? Thirdly, we distinguish between various types of external mobility, namely quits, dismissals, cancellation agreements and transitions to a transfer organisation and examine whether differences in the relationship between internal adjustments and the types of external mobility can be detected. Finally, we investigate the impact of cyclical effects on internal and external mobility during the period covered by our data (1999) (2000) (2001) (2002) (2003) (2004) (2005) . The paper is organised as follows. Section 2 discusses briefly the theoretical background and the related literature. In Section 3 the company and the data are described and the advantages and shortcomings of using data from personnel records are discussed. Section 4 presents descriptive statistics and Section 5 contains the methods and results of the econometric investigation. Section 6 summarises the basic results.
Background and related literature
The traditional market coordination which implies that quantities adapt to price changes and vice versa is only in part applicable to basic dimensions of external labour markets, such as employment and wages. Nominal wages tend to be rigid downwards which leads to real wage rigidity at low inflation rates (Franz/Pfeiffer 2003 , Knoppik/Beissinger 2003 , Cornelißen/Hü bler 2008 . Wage rigidities can increase workers' utility by insuring them against income losses and might keep companies profitable if alternative measures of adjustment such as layoffs are more costly. Wage rigidities in conjunction with a substantial level of employment stability and opportunities for occupational careers constitute significant elements of internal labour markets which shield incumbents from negative shocks in external labour markets. For internal labour markets administrative rules and procedures as well as custom are important ingredients (Doeringer/Piore 1971 , Schlicht 1998 ) and these markets interact with external labour markets through specific ports of entry and exit. The observations of Doeringer and Piore (1971) inspired a broad scope of economic theories to explain the functioning of internal labour markets ranging from specific human capital, principal-agent, learning and matching theories to tournament theories (see Cahuc/Zylberberg 2001, chapter 6 for an excellent summary). All in all, until recently internal labour markets were interpreted as entities which strengthen and intensify the adjustment deficits of external labour markets. This conventional perspective, however, was challenged by Gibbs and Hendricks (2004) . The authors show with the personnel records of a large U.S. corporation that a strictly administered salary system is capable to mirror the wage fluctuations emanating from the external labour market, and at the same time the corporation can retain the efficiency enhancing ingredients (like reduction of transaction costs, stimulation of motivation, lowering of turnover and facilitating the accumulation of specific human capital) on its internal labour market. Generally, there is a broad consensus that especially firms with internal labour markets prefer layoffs to wage cuts in periods of a slack demand (Bewley 2005) . Layoffs are less detrimental than pay cuts to employees' morale, layoffs affect morale only temporarily, whereas the damage to morale of pay cuts endures. Layoffs tend to enhance productivity which is negatively affected by wage reductions. To some extent management can control which workers are laid off, thus avoiding that employees which the firm wants to retain leave when wages are reduced. In addition, layoffs diminish the substantial fixed costs of employment, whereas pay cuts save only the variable portion of compensation. Firms with internal labour markets offering employment stability, however, also have to react to negative demand shocks. They can try to honour their employment commitment by internal adjustments. Variations of working times such as reduced overtime, extended part-time work, and delayed promotions are measures to stabilize employment and to cut wage costs. In addition, contingent labour can be employed, which is easy to dismiss in periods of slack demand. As an alternative, firms can adjust to negative demand shocks by dismissing workers. The amount of research relating internal labour market mobility to external employment adjustments is very limited (Cappelli/Neumark 2004) . The fundamental issue is whether the kind of flexibility such as employment stability in conjunction with promotions, overtime, further training, team work, and work reorganisation that can be attained through internal labour markets is a substitute or a complement to external labour market flexibility. On the one hand, with a given level of employment stability policies and practices which strengthen the internal market, for example, by variations of overtime work and adapting promotions to cyclical conditions as well as by training employees for new tasks might covary with a smaller amount of external labour adjustments. On the other hand, companies confronted with the need of strong and frequent employment adjustments may implement policies and practices that combine internal and external flexibility. "Simple arguments about diminishing returns suggest that it may be more effective to put one's efforts into multiple mechanisms to achieve a given result than into only one" (Cappeli/Neumark 2004: 153) . Interestingly, the authors find that in manufacturing substitution prevails, i.e. team-work and various measures of work restructuring are negatively correlated with involuntary and voluntary turnover. Non-manufacturing, however, is characterised by a complementarity of internal and external flexibility. This result is basically attributed to the impediment of keeping inventories and to the stronger variations in peak demand requiring adjustments in the pace and quantity of work in the service sector. Turning now to the institutional conditions in Germany, we distinguish between two cases: Layoffs that take into account the dismissal protection law (Kü ndigungsschutzgesetz) and layoffs in conjunction with cost reduction that are in addition based on a consensus between the incumbents and management. In the second case either a company-level pact for employment is negotiated or a transfer organisation (Transfergesellschaft) is established. In both cases the company's works council is involved, albeit its participation is stronger in the second case, as the works council acts as a partner of management in elaborating and implementing the consensus. In the first case the firm has to adhere to the social selection criteria stipulated by the dismissal protection law. These comprise tenure, age, obligations to pay alimony, and the status of severe disablement. However, incumbents whose employment is of vital importance for the firm are exempt from these criteria. Further, the law requires redundancy payments, i.e. 50 percent of the monthly income for each year of tenure. Frequently, works councils negotiate more generous severance payments. In addition, workers who consider quitting, because they plan to retire or to search a new job, can negotiate lucrative cancellation agreements (Auflö sungsverträ ge) of their employment contracts. This type of separation verges on normal quits, which are less frequent in periods of slack demand. All in all, these employment protection measures pursue the goals to preserve employment by increasing the cost of layoffs and reducing risks of employment and pay to wage-earners. The measures might attain these goals, although at the cost of a lower rate of job creation, and by concentrating the burden of employment and wage risks on selected groups such as long-term unemployed as well as younger and older people (Cahuc/Zylberberg 2006) . As previously mentioned, layoffs implemented with the aim of cost reduction can be based on company-level pacts for employment or transfer organisations. They usually require an agreement between management and the works council. Firms tend to use company-level pacts if the aim of cost reduction cannot be achieved by individual dismissals, because they are too expensive. The pacts encompass concessions by management and the workforce, and they specify deviations from the collective agreement (Tarifvertrag) (Hü bler 2005 (Hü bler , 2006 . A consensus between the respective union and employers' association is normally requested. A transfer organisation is established as an operational entity in its own right (eigenstä ndige betriebsorganisatorische Einheit). Instead of a dismissal employees conclude a fixed-term employment contract with the transfer organisation and are thus no longer employed by the original firm. The operational entity provides counselling, supports job search activities and offers further training for new jobs and careers. In addition, the inception of unemployment is delayed while being employed by the transfer organisation and the probability of finding a job might increase. The benefits for a firm decreasing its level of employment comprise planning reliability and legal certainty, as the workers switching to the transfer organisation can no longer take legal action against a discharge (Paprotny 2008) . Additionally, the firm is not restricted by statutory periods of notice and disposes of more leeway for selecting the employees it wants to discharge than in the cases of layoffs or cancellation agreements. These benefits, however, are costly. Although the Federal Labour Agency pays short-term working allowances to employees of the transfer organisation (Transferkurzarbeitergeld), the firm reducing employment usually has to supplement these payments and to incur the costs of qualification and counselling. Given the conditions of employment protection in Germany, implementing layoffs by establishing transfer organisations appears to be in terms of Bewley (2005: 310) a good management practice: "to delay potential layoffs until the employer can make a large number all at once, and then to assure those who remain that there will be no more layoffs for some time".
Data
The data for this analysis were provided by a large German manufacturing company, which supplies innovative products for the domestic and international market. Several interviews with high-ranking employees of the company's personnel administration were helpful for interpreting the data and clarifying institutional details. The company, which employs on average about 1500 men and women in the period investigated, has a works council and applies an industry-wide collective agreement. The data were directly extracted from the personnel records of the company's computer system and provided on a monthly basis from January 1999 to December 2005. Our empirical analysis excludes apprentices and trainees. Using the personnel records of a company for the study of employment adjustments entails advantages and some shortcomings. First, the information is more reliable than data based on voluntary surveys and even most official statistical information, as they are directly extracted from the human resources management of a company (Grund 2002) . Second, it is relatively homogeneous with respect to the workforce, as it covers only one company in a specific sector and region. Third, the data set at our disposal provides information on alternative measures to adjust employment such as promotions, overtime work, cancellation agreements and transitions into a transfer organisation which are usually not available in a differentiated form. Fourth, the data set allows to distinguish between various monetary measures like monthly gross wages, grants and variability of compensation which might be implemented to accompany employment adjustments. Finally and importantly, the data contain information about exits or separations on a monthly basis. Concerning the shortcomings, it is evident that an investigation with this type of data amounts to a case study with restricted opportunities to generalise. Comparisons with other companies, sectors or manufacturing industry are not feasible. Specifically, our data set is limited in the sense that information about further training, reorganisation of work and team work are not available.
Descriptive statistics
As previously mentioned, the personnel data of the firm are available on a monthly basis. A short description of the applied variables, means, standard deviations and number of employee-months is presented in Table 1 . The total number of observations (employeemonths) is N ¼ 123 896. If the workforce in the firm had remained the same as in January 1999 January (n_1/1999 January ¼ 1290 in the entire period we would have 7 years Â 12 months Â 1290 ¼ 108360 observations. This means compared with the actual number of observations or with the number of workers in December 2005 (n_12/2005 ¼ 1402) that the firm expanded, but this development was not continuous. The last row of Table 2a shows the number of employees in the last month of the year. In 2002 the maximum is reached (n_12/2002 ¼ 1599). We investigate employment adjustments by three indicators, namely by two dummy variables which describe the employment changes on the internal labour market (promotion -PROM, overtime work -OT) and one dummy variable (external job mobility -EJM) which demonstrates separations from the firm to the external labour market. Roughly 0.4 % of the workforce left the firm per month within the period 1999-2005, while 0.5 % was promoted and 8.5 % worked overtime -see Table 1 . Hence we observe internal as well as external mobility. However, at this stage we are not able to say anything about the relationship between these movements and about the determinants of job mobility. Furthermore, the dynamics of the variables are of interest. In Table 2a (1) and (3)) 105589 À 1.6662 1.2646 ePROM -estimated PROM (see eq. (1) and (3) reduced wages (WAGE) and falling supplementary grants (GRANTS) on average. Only in 2002 the average wage declines. The ratio of workers exposed to a negative wage growth (0.9-6.9 %) or negative supplementary grant growth (1.4-4.6 %) remains very low and does not follow a positive trend (not in the Tables). Hence, there is evidence of wage rigidity.
The figures in Table 2a and 2b are not completely comparable. In Table 2a the number of workers is based on the last month of the year. In Table 2b the total number of mobility cases per year is displayed but the reason for separation is not available for all workers who leave the firm. The strongest restructuring of the firm is observed in 2003 and 2005. Insofar our firm follows the general phenomenon that enterprises concentrate their adjustments on few and limited periods. The difference between 2003 and 2005 is that in the former year the transfer organisation is intensively used for reducing employment, whereas the latter year is characterised by internal job changes. A first step in downsizing is followed by the reorganisation of the firm. Noteworthy is the low number of dismissals during the entire period (see Table 2b ). Table 2c presents some detailed information for the critical year 2003. It is evident that external job mobility (EJM) and overtime working (OT) are not very different comparing younger and older employees, whereas the probability of promotion is higher for younger workers and, of course, older employees have a longer tenure. If we compare men and women the most striking result is the male dominance in overtime working. It is noteworthy that workers with a longer education have a higher probability to quit and as a consequence a shorter tenure than employees with less education. The latter are more involved in overtime work.
Econometric investigations

Methods
In the following our econometric results are presented. On the one hand the effects of individual characteristics and macroeconomic variables (x 1 ) on the internal mobility are determined. On the other hand external mobility, expressed by a dummy whether an individual has left the firm (EJM -y 3 ), is estimated. We expect that promotion (PROM -y 1 ) and overtime working (OT -y 2 ) are related to jointly unobserved influences. As these variables are measured by dummies we assume a bivariate probit model
where y 1 * and y 2 * are latent variables. We observe only y k ¼ 1 if y k * > 0 and y k ¼ 0 if y k * <¼ 0 for k ¼ 1;2. The coefficients are estimated by the ML method, where the covariance matrix is determined with a cluster robust procedure as employee-months are considered which are correlated within the group of an individual. The likelihood function is specified by
q ki ¼ þ1 if y ki 6 ¼ 0; q ki ¼ À1 otherwise; where k ¼ 1; 2:
In vector x 1 the following variables are incorporated: GRANTS, VCOMP, TARGET, WAGE, WAGE 2 , AGE, AGE 2 , SCHOOL, WC, TRAIN, WHOURS, UR, YEAR (see Table 1 ). The next step is to estimate external job mobility (EJM -y 3 ). Again a probit model is used and the covariance matrix is determined with a cluster robust procedure. As a robustness check the random effects panel estimator is added. As we want to analyse whether internal mobility has an impact on EJM we incorporate the internal mobility variables and control for macroeconomic variables and individual characteristics (x 3 ). Interdependencies are likely. Therefore, PROM and OT are substituted by the estimates of y 1 * and y 2 * (ŷ y 1 ¼ ePROM;ŷ y 2 ¼ eOT) following Olsen (1980) and Newey (1999) and extended to the bivariate probit case
The vector x 3 contains the variables: GRANTS, VCOMP, WAGE, TEN9905, WHOURS, SCHOOL, SEX, KIDS, UR and YEAR (see Table 1 ). Finally, the EJM variable is split in accordance with the reason to leave the firm (REASON). Four reasons are distinguished, namely quits (y 31 ), layoffs (y 32 ), cancellation agreements (y 33 ) and entry into a transfer organisation (y 34 ). Subsequently, a multinomial probit model is estimated by the Gaussian quadrature procedure. The multidimensional integral is reduced to one dimension. Workers with other reasons of job changes (end of fixed-term contract, dismissal without notice, internal job change, retirement, death) are not considered in the multinomial probit estimation. The probability that individual i choose alternative j is Pðm i1j 0; :::; m i;JÀ1;j 0Þ;
where the alternatives (reasons to leave the firm) are 1,2,…,j,…J and
where the alternatives j and j 0 are compared. The multinomial logit approach is not used, because it is difficult to explain that the internal job mobility is determined by a probit model while the external model is based on a logit model. Furthermore, the Hausman tests reject the necessary IIA condition of the logit model. The v 2 -test statistics of the same specification as in Table 5 An open question is whether individuals react instantaneously or lagged on internal labour market changes with external adjustments. From our view both possibilities should be considered and therefore we extend the static model by lagged influences. An alternative to our two-stage approach might be a trivariate probit model where promotion, overtime and separation are jointly related to unobserved individual influences. Though we have checked this idea, our investigation concentrates on the stepwise procedure. We argue that employees do not decide jointly on internal and external adjustments. The determinants are not identical. Internal adjustments have priority for the workers, whereas external mobility is a second order problem. One of our main objectives in this paper is to analyse explicitly the influence of internal on external adjustments. We want to ascertain whether these two types of adjustment are complements or substitutes. A trivariate probit model seems to us less adequate for this issue. Furthermore, it is difficult to incorporate dynamic processes and the various types of external mobility in this model. The application of the trivariate approach has shown that the incorporation of lagged overtime working and promotion effects does not perform well. The estimates which use the GHK simulator cannot evaluate the likelihood function.
Results
The bivariate probit estimates in Table 3 show the relationship between promotion and overtime work, our two indicators of internal mobility. A priori it is ambiguous whether the link is positive or negative. The firm might promote the most productive workers and the employees who are strongly involved in overtime work. However, for our firm we observe the opposite with a negative and significant correlation (rho ¼ À 0.09). The reason might be that the requested abilities for promotion and overtime work differ. The former should encompass characteristics such as decisiveness and tenacity in negotiations, willingness to accept responsibility as well as less risk-aversion. Overtime work, however, is more important for less educated workers. 1 Due to employment protection firms are reluctant to hire employees, if product demand increases temporarily. The alternative is overtime work. The estimates confirm this hypothesis. In the OT function the coefficient of the regressor SCHOOL is negatively significant. The opposite is expected in the PROM equation. However, we find an insignificant influence. Altogether the PROM equation is suboptimal compared with the OT equation. Only few effects are significant. A nonlinear wage influence is detected. Initially, the probability rises with wage and roughly at a monthly wage of Q 4000 the probability decreases again. Furthermore, a white collar worker has better chances to be promoted. A striking result is the 1 We have tested whether the negative correlation between overtime and promotion vanishes when lagged overtime is incorporated. The hypothesis is that a prior commitment to work overtime increases the probability to be promoted. However, the estimates of this approach do not confirm this conjecture, promotion and lagged overtime are negatively correlated in our data set, too -not in the Tables. A further reason of the negative correlation might be a data problem, namely that overtime is not always correctly recorded. With a higher position of an individual within the firm's hierarchy the probability that overtime is unpaid and that these hours are not documented might increase. One can also suppose that overtime for white collar workers who receive a fixed monthly salary is not correctly recorded. And finally, incomplete recording is likely if the firm has introduced a working hours account (Arbeitszeitkonto). We cannot test these suppositions, however, the management of our firm has declared that they have recorded all hours of overtime working because the works council requires this information.
negative trend in the promotion and in the overtime function. Both indicators of internal mobility are less important in the end than in the beginning of the considered period. Evidently, the relevance of the internal labour market has declined. Cyclical effects expressed by the unemployment rate (UR) cannot be detected. It should be stressed that wage has also a nonlinear influence of second order on OT. This could contradict the hypothesis of especially less educated employees performing overtime work. However, the coefficients of SCHOOL and TRAIN support our interpretation.
The next step is the analysis of external mobility. We investigate the determinants that an individual separates from the firm (EJM). For this purpose a probit model is estimated. The results are presented in Table 4 . We are especially interested in detecting whether internal mobility has an impact on external mobility when interdependencies are taken into account (ePROM, eOT). The result in column (1) and also in column (3), where a random effects panel estimator is applied, is obvious: Promoted employees (ePROM) are less likely to leave the firm. A priori we could expect a similar effect for overtime workers, because the performance of overtime work indicates that the enterprise has a strong demand for these employees. The coefficient of eOT shows the opposite, the relation is positive. In this context we should take into account that the workforce can be substituted partially by overtime work. The incorporation of a one-year lagged variable demonstrates that internal adjustment prior to the separation decision has reverse effects. If no further promotions follow we observe a tendency to quit the job, whereas working overtime in the past does not favour external mobility. These results also hold under neglecting instantaneous effects -not in the Tables. Finally, we should stress that lagged influences cannot be detected in panel estimates. They are completely insignificant.
It is noticeable that individual characteristics such as SEX, KIDS and SCHOOL have no clear effects on external mobility. Nevertheless the signs of the coefficients of KIDS and SCHOOL are in accordance with our expectations. Educated workers and workers without children are more mobile. TENURE has the expected sign if this variable measures the specific human capital (SHC), the influence is insignificant, however. An interpretation is that SHC does not increase continuously with tenure. Capital will become obsolete. Thus, medium-term tenure is probably a better indicator of SHC than entire tenure. Therefore, we use the total employee-months in the firm within the period 1999 as an alternative measure of SHC. If we substitute TENURE in Table 4 by TEN9905, we find a negative and highly significant influence (not in the Tables).
As internal mobility exhibits a falling trend, an increase of external mobility could compensate this development. However, this trend is also negative. This means, all in all that the firm is characterised by a decreasing labour mobility. In contrast to internal mobility the estimates demonstrate a cyclical course of external job changes. Higher unemployment rates (UR) reduce the probability to separate from the firm. A problem with the results of Table 4 is that it does not distinguish between reasons for external job changes. Other investigations have impressively demonstrated that the factors influencing quits and layoffs are very different (Campbell 1997 , Giuliano et al. 2006 ).
In Table 5 multinomial probit estimates for four reasons of separating from the firm are presented in two versions, with and without lagged variables. The conventional distinction is between quits and layoffs. Additionally, we distinguish between cancellation agreements and entries into a transfer organisation. The results display fundamental differences and also some similarities. We find a negative trend (YEAR), a cyclical behaviour (UR) and a positive correlation between wages and separation for all four reasons. The internal mobility (ePROM, eOT) has significant instantaneous impacts on the layoff risk and the risk to pass into the transfer organisation while lagged influences are effective in all four cases. The former two causes of separation are comparable, as in both cases the decision is more strongly determined by the employer, whereas employees will finally make the decision to quit or to accept a cancellation agreement. As our empirical analysis focuses on the individual level, we can only implicitly argue that our firm pursue a different adjustment strategy for different groups of workers.
An increasing probability of overtime work leads instantaneously to a higher risk of a layoff or a switch into the transfer organisation. Although this result is mitigated by positive lagged effects we have to ask what is the logic behind this result? Excess work is an indicator that the firm has a strong demand for these employees. However, in a crisis with a falling product demand the firm has to save costs. Dismissals are one way to reduce costs. The required cost reduction is more easily attained if workers with overtime are laid-off than employees with standard working hours. In other words, fewer workers have to be dismissed in the former than in the latter case to achieve a constant level of cost reductions. This is beneficial for the firm as less negative reactions of the remaining work force are expected, and it is cheaper to expand the working hours than to hire new employees if product demand is rising again. Furthermore, firms want to keep their promoted employees. They have invested in them and they have tested that their abilities are valuable for the enterprise. The quit decision depending on promotion is ambiguous. On the one hand an individual might expect a further rise within the hierarchy. On the other hand another promotion could be impossible because the hierarchy is too flat and therefore the individual quits. Empirics support the latter hypothesis, though the relation is only significant for delayed effects. All in all, the multinomial approach is more successful in explaining the separations that are primarily determined by the firm than the separations initiated by decisions of individual workers. Individual characteristics such as SCHOOL, SEX and KIDS are not very important, although we should emphasize that females are more willing to accept a cancellation agreement than males. The effect of TEN9905 is negative and highly significant for all four separation reasons. If the entire tenure variable (TENURE) is used only a vague impact is detected (the results are not presented in the Tables). Long tenure reduces only the quit decision significantly.
Conclusions
This paper investigates internal and external labour mobility of employees. Personnel records from one company are used for the period 1999 to 2005. This has the advantage that it is not necessary to control for firm specific characteristics. The most notable results are: (i) Promotion and overtime work are negatively correlated via jointly unobserved variables. (ii) Internal labour mobility has an impact on external mobility. Promoted employees and employees without overtime work are less likely to separate from the firm. (iii) Our approach is more successful in explaining separations that are primarily determined by the firm than separations based on decisions by individual employees. (iv) There is a tendency of reduced internal as well as external mobility, whereas procyclical effects can only be observed for external employment adjustments. Apparently, management concentrates on dismissals in a specific period. (v) Due to the last result, given the conditions of employment protection in Germany, transfer organisations providing counselling, supporting job search and offering further training are a policy instrument that helps companies to implement and concentrate layoffs. Apart from enhancing labour market flexibility transfer organisations play an important role in the process of clustering downsizing.
